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AMENDMENT TO SMALL BUSINESS ACT OF 1953 


THURSDAY, JANUARY 5, 1956 


House oF REPRESENTATIVES, 
ComMITTEE ON BANKING AND CURRENCY, 
Washington, D. C. 

The committee met at 10 a. m., the Honorable Brent Spence 
(chairman) presiding. 

Present: Mr. Spence, Mr. Brown, Mr. Patman, Mr. Rains, Mr. 
Multer, Mr. Addonizio, Mr. O’Hara, Mr. Sullivan, Mr. Reuss, Mrs. 
Griffiths, Mr. Vanik, Mr. Wolcott, Mr. Kilburn, Mr. McDonough, 
Mr. Widnall, Mr. Betts, Mr. Mumma, Mr. McVey, Mr. Hiestand, 
Mr. Nicholson, Mr. Bolton, Mr. Bass. 

The CHarrMan. The committee will be in order. 

We have met this morning to consider H. R. 7871, a bill to amend 
the Small Business Act of 1953. . 

(The bill referred to is as follows:) 


{H. R. 7871, 84th Cong., 2d sess.] 
A BILL To amend the Small Business Act of 1953 
Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 204 (b) of the Small Business Act of 
1953, as amended, is hereby amended by striking out the fifth and sixth sentences 
and substituting therefor the following: ‘‘Not to exceed an aggregate of $175,000,- 


000 shall be outstanding at any one time for the purposes enumerated in sectios 
207 (a) and 207 (b) (1).” 


The CuarrMan. The clerk will call the first witness. 


STATEMENT OF WENDELL B. BARNES, ADMINISTRATOR, SMALL 
BUSINESS ADMINISTRATION 


Mr. Barnes. Mr. Chairman, I have a prepared statement which 
was placed at each of the member’s desks. If you do not mind, I 
would like to begin with my prepared statement. 

The CuarrMAN. Proceed as you please, sir. 

Mr. Barnes. The Small Business Act of 1953, which established 
the Small Business Administration, also provided for the Administra- 
tion “to make such loans as the Administration may determine to be 
necessary or appropriate because of floods or other catastrophes.” 
The act limited to $25 million the amount of disaster loans to be out- 
standing at any one time. 

Prior to this act the disaster program was handled by the Recon- 
struction Finance Corporation, and at the time the Small Business 
Administration assumed this program there were approximately 15 
disaster areas in existence from which the Small Business Administra- 
tion was obligated to accept disaster loan applications. 
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During the first 6 months of operation, that is to the end of April 
1954, the Small Business Administration had approved a total of 119 
disaster loans in the amount of $516,564, and at that time 44 were 
pending for $354,802. The year 1954, however, brought many new 
disasters. In September and October of 1954 two damaging hurri- 
canes struck New England and a substantial portion of the Atlantic 
coastline. 

By November 30, 1954, a little more than a year after the first dis- 
aster in which the Small Business Administration participated, the 
agency had approved 813 disaster loans in the amount of $4,133,020, 
and had pending 131 loans in the amount of $2,377,082, making a 
total of approximately $7,500,000. 

Early in 1955 it became apparent that the limitation of authority 
of $25 million in outstanding disaster loans could be restrictive in 
the event of a series of major disasters. It was therefore recommended 
at that time by the Administration that the original Small Business 
Act be amended to provide for a single fund for the lending program 
and avoid the earmarking for business and disaster loans. This is 
the same as one of the proposals which is now being considered by 
this committee. 

By June 30 of 1955, this Administration had approved a total of 
1,243 disaster loans in the amount of $8,614,587. However, 1955 
was not yet over, and on August 15 the first declaration of a disaster 
area in a series of calamitous hurricanes was made in the Carolina 
area. 

During August, the hurricane declarations included the entire 
State of Connecticut, 3 counties in Delaware, 9 counties in Massa- 
chusetts, 12 counties in New Jersey, 6 counties in New York, 27 
counties in Pennsylvania, and 1 county in Rhode Island. 

To meet the needs of hurricane victims, 21 emergency offices were 
established throughout the New England area. It was necessary at 
this point for the Administrator to invoke special emergency measures. 
Personnel were transferred to this area from other regions! offices, and 
in addition, banks in the grea assigned some 63 credit people to assist 
in the work at no cost to the Government. 

In addition, procedures were amended, increasing the authority of 
local offices and simplifving the forms necessary for small disaster 
loans. 

It soon became apparent that the statutory limitation of not more 
than $25 million to be outstanding at any one time in disaster loans 
was going to be exceeded, if all the eligible disaster loan applicants 
were to be given assistance. After consultation with congressional 
leaders and members of the White House staff, it was decided that 
until the Congress could reconvene and lift this limitation, the Small 
Business Administration would continue to make loans at its 6 percent 
business loan interest rate to qualifying businesses in disaster areas. 
A clause was inserted in the loan authorization stating that the rate 
would revert to 3 percent at such time as congressional action 
permitted. : 

A copy of the clause inserted in the loan authorization is herewith 
presented to the committee for its information. 
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PROVISION INCLUDED IN ALL LoAN AUTHORIZATIONS PROCESSED UNDER SE£CTION 
207 (A) oF THE SMALL Business AcT PROVIDING FOR CONVERTING Sap LOAN 
To A DisAsTER LOAN AT 3 PERCENT INTEREST 


Note.—This loan is eligible to be considered as a disaster loan; however, the 
Small Business Act of 1953, as amended, limits to $25 million the amount which 
may be outstanding at any one time for disaster loans. Inasmuch as this amount 
is not sufficient to provide for all the applications for disaster loans and the 
Congress is not in session, it is necessary that this loan be authorized as a business 
loan. However, upon provision being made for this loan through an increase of 
the limitation of $25 million by congressional action, this loan shall at that time 
be converted to a disaster loan, and the interest rate as to the Small Business 
Administration share of the loan shall be fixed at 3 percent per annum retroactive 
to the date of the note, and any interest paid prior to that time in excess of 
said rate shall be rebated. 

This permitted the Small Business Administration to continue to 
meet the immediate requirements of persons whose homes or businesses 
were damaged or destroyed. 

It should be noted that this procedure would be of no financial 
hardship on most of the loan recipients, as congressional leaders 
indicated that the needed congressional action to lift the legal limit 
of $25 million would take place prior to the first payments on the loans. 

We have uniformly done that in the New England area in loans we 
have considered. We have fixed the date of first payment on any loan 
that was not at the 3-percent rate at February or March 1. 

Through December 23, 1955, the Small Business Administration 
had approved 3,224 disaster loans. Of these 2,706 were 3 percent 
disaster loans totaling $26,667,000 and 518 were processed as business 
loans for a total of $10,202,000. It should be pointed out that these 
approval figures are cumulative and will exceed the dollar amount of 
loans outstanding by reason of repayment of loans and cancellations. 

I mention that because we are still under the $25 million 
limitation. 

It is significant to note that the great bulk of the disaster loans 
which we have so far made were in connection with the hurricanes 
and floods commencing in August 1955. 

For these recent disasters we have approved 1,915 loans, totaling 
$28,004,141. In New England area a total of 2,362 loan applications 
were filed, totaling $46,470,165. Many of these, recently filed, are 
pending action. In addition to the loans just referred to, this Ad- 
ministration also processed loans which were approved by the Treasury 
under section 302 of the Defense Production Act in the amount 
of $4,306,000. 

As the heavy volume of loans in the New England disaster area 
became apparent, with the accompanying depletion of the Small 
Business Administration disaster funds available under the $25 
million limitation, it was necessary to allocate these available funds 
on an office basis in order to insure that homeowners and businesses 
which suffered hurricane damage, and could not qualify for 6 percent 
business loans would be accommodated insofar as possible. 

To further accentuate the problem, floods struck California, 
Oregon, and Nevada in the latter part of December causing wide- 
spread destruction and extensive property loss to homes and busi- 
nesses. While accurate estimates cannot be made at this time, it is 
possible that disaster loan applications may be received amounting 
to from $15 million to $20 million as a result of these floods. 
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At this time, with the Small Business Administration weyespceans 
temporary disaster loan offices in the west coast flood disaster area 
we have but approximately $450,000 of disaster loan authority avail. 
able for loans to homeowners. Thee west coast floods apparently 
have affected a much greater percentage of homeowners than did the 
Northeast floods. The available $450,000 appears grossly inadequate 
to serve the humanitarian needs. Homeowners, of course, cannot 
qualify for 6 percent business loans. 

This administration recommends the adoption of the legislation 
proposed by Chairman Spence (H. R. 7871) and Congressman Wolcott 
(H. R. 7872) which would combine into a single fund the amount 
authorized to this administration for lending programs. This would 
give the administration a total authorization of $175 million for use 
in either business or disaster loans, rather than a present limitation 
of authority of $25 million in outstanding disaster loans and $150 
million for business. 

It is our opinion that the $175 million combined authority, which 
would result from this legislation, will be adequate to meet our needs 
through June 30, 1957—unless of course, we have a succession of major 
disasters. We, therefore, recommend that the Congress at the 
earliest possible date adopt this proposal combining these funds. 

The CuatrmMan. Mr. Barnes, after the introduction of the bill there 
was an amendment prepared which provides for an increase in the 
authorization for disaster loans of $50 million, so that we could keep 
both funds intact. The fund for small-business loans shall remain as 
it is and the authorization for the increase in appropriations will 
apply only to disaster loans. 

Now, we felt if this convertibility took place all the money might 
be used for disaster loans and there would be nothing left for small 
business. The primary purpose of the legislation was to give some aid 
to small business. 

I would like for the clerk to read that amendment that will be 
offered so that we can have your opinion on it. 

(The clerk read the amendment, as follows:) 

Strike out all after the enacting clause and insert the following: 

“‘That the sixth sentence of section 204 (b) of the Small Business Act of 1953 is 
amended to read as follows: ‘Not to exceed an aggregate of $75,000,000 shall be 
outstanding at any one time for the purposes enumerated in section 207 (b) (1).’ 

“Sec. 2. Section 204 (b) of such Act is further amended by striking out 
‘$275,000,000’ each place it appears and inserting in lieu thereof ‘$325,000,000.” 

The Cuarrman. That, I believe, after converting the present con- 
tracts which have been issued as small-business loans bearing 6 per- 
cent, would give you about $40 million additional to carry out disaster 
loan programs. Is that correct? 

Mr. Barnes. Yes; that is true. The authority that would be set 
up by this amendment would, insofar as we are able to foresee the 
future, be adequate to permit the disaster loans to be made through 
June 1957. We were reluctant to recommend it to the committee in 
this form because it is so difficult to estimate the size of disasters that 
may occur in the future. We did not anticipate anything like the 
amount of funds that would be needed during the past 6 months. So 
the Bureau of the Budget approved, and we have recommended, the 
bill in the form as originally submitted. But I can say to you, sir, 
that the amount of $75 million would, insofar as we are able to esti- 
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mate, be adequate through the remainder of this fiscal year and all of 
the next year. 

The CHarrMan. It would be a means of protecting the fund that 
has been allocated to help small business? 

Mr. Barnzs. Yes. 

The CHarrMan. And the administration would be perfectly willing 
to operate under this amendment? 

Mr. Barnes. As far as 1 am able to say so; yes. We had considered 
this method and we were reluctant to recommend the sum that large 
at the time that we considered it. We had considered making it $50 
million, but since that time, of course, the California floods have hit, 
and the New England disasters amounted to more than had been 
indicated in our figures. So I think that I had better stop with the 
testimony—that this figure is, as far as we are able to see, adequate 
to provide authority to make disaster loans through the remainder of 
this year and next fiscal year. 

The CHarrMaNn. It is the only method by which the functions of 
your administration, as originally constituted, could be protected and 
preserved; is that not true? 

Mr. Barnes. Well, yes, in a way, although the fund itself—the 
revolving fund—is a single fund and in terms of dealing with these 
loans, collecting them and administering them, the moneys are not 
segregated when they are in our hands, or deposited with the Treasury. 
It is kept in a single revolving fund. The segregation then merely 
applies to the authority that we have to have loans outstanding at 
any one time. 

The CuarrMan. That is an administrative matter that could be 
taken care of? 

Mr. Barnes. Yes. 

The CHarrMAN. Any questions? 

Mr. ParmMan. I have some questions. 

What was the amount authorized by Congress for this next year? 

Mr. Barnes. $150 million was authorized to be outstanding at any 
one time without regard to the fiscal year. 

Mr. Parman. That is the revolving fund? 

Mr. Barnes. That is authority, sir. 

Mr. Patman. That is business loans. How much for disaster loans? 

Mr. Barnes. $25 million. 

Mr. Parman. What was the amount of the fund appropriated by 
the Congress on this $150 million? 

Mr. Barnes. There has been a total appropriation of $105 million, 
and the appropriation is not segregated by funds. 

Mr. Patrman. $105 million? 

Mr. Barnes. Yes. 

Mr. Parman. That would mean about $80 million for business 
loans—$25 million is segregated for disaster loans? 

Mr. Barness. No, sir. The appropriation is to the revolving fund. 

Mr. Patman. I know, but the law says that you shall not exceed 
$25 million for disaster loans; does it not? 

Mr. Barnes. That is authority to have loans outstanding. 

Mr. Patman. What is the total amount disbursed to date by the 
Small Business Administration for business loans during the current 
fiscal year? 


70968—56——2 
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Mr. Barnes. While the Controller is getting me that figure, I 
understand that the revolving fund, or the appropriations to it, do 
not expire by fiscal years. In other words, that is a fund from which 
loans are made and as payments come back that fund builds up again. 

Mr. Parman. My question does not go to the revolving fund; it 
goes to the amount disbursed this fiscal year on business loans. 

Mr. Barnes. In 5 months of this fiscal year, which is the last date 
that we have, $16,612,975 disbursed solely for business loans. 

Mr. Parman. That was actually paid out and went out of your 
account? 

Mr. Barnes. Yes. 

Mr. Parman. In fact, your fund is that much less? 

Mr. Barnes. That also includes bank disbursements on participa- 
tion loans. 

Mr. Parman. How much were the bank disbursements on the 
small-business part? 

Mr. Barnes. The banks disbursed about $8,200,000. 

Mr. Parman. In other words, the Small Business Administration 
disbursed about $8,400,000 during 5 months? 

Mr. Barness. Yes. 

Mr. Parman. How many inquiries have you received from concerns 
regarding financial assistance during this fiscal year? 

Mr. Barnss. Sir, we do not have that information for this hearing. 

Mr. Parman. Do you not keep a record of inquiries? 

Mr. Barnes. Yes, but we do not have it at this hearing. 

Mr. Parman. Could you make it available for this record? 

Mr. Barnes. Yes. 

(The following data was submitted by Mr. Barnes:) 


SMALL BusINEss ADMINISTRATION 


Business loan inquiries, by field offices, June 26, 1955-Nov. 25, 1956 
Region 


Inquiries 

ERE A Ue lee ne ad py tA eels Sete a A ee eae OS 502 
Se TRE So eek ee Se Le eee, bee 1, 410 
i IO... nn ncisiseip ine AEWA ele 0S ahinch donde pee a> 536 
ff. >” (RSE Eee, PE A ae ana er: 1, 515 
i en ee A eo nw eum cai ee me a 1, 819 
yee rg Pe cee ee ee, ROS Ee LE 1, 556 
NN i ak tts weal esha waviness ni einen eel eh Ain teenth 1, 267 
ADR Ges REPtTa a ate VERE PT EEOC TC FEVEmON. & MET eT Cem get ml Lae Papage areee, 665 
eee eee a er ae Ree 858 
is eS AS Ae Ne eee ae Se le ecto ew eee 3, 292 
RO RR ee AE aA Leal ae tee 2 ee 637 
ah. ee OD oo LU IB LOE 2k IS 409 
oR Se eee eae ry, eae ee ree 1, 092 
EE EN CUS ere aN, te OER LY Ce 711 
oS DUELS ee eae SS Ee SR Oe ee ee ee a 16, 269 


Source: SBA Form 280. 


Mr. Parman. The number of inquiries to each office and to the na- 
tional office. How many applications have been made for business 
loans during this fiscal year? 

Mr. Barnes. Your question pertains solely to business applica- 
tions? 

Mr. Parman. Yes, as distinguished from disaster loans. 

Mr. Barnes. 1,505 applications. 
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Mr. Parman. During the current fiscal year—how many months is 
that? 

Mr. Barnes. Was your question how many were approved? 

Mr. Parman. I asked you how many applications and you said 
1,505, but you did not say over what period of time. Before you said 
5 months of this fiscal year, and I want to know the number of months 
the 1,505 applications came in. 

Mr. Barnes. Five months through November 30. 

Mr. Parman. How many were approved during those 5 months? 

Mr. Barnes. 507. 

Mr. Patrman. For what amount? 

Mr. Barnes. A gross amount of $24,872,254, of which the Small 
Business Administration’s share was $20,648,304. 

Mr. Parman. Well, I would like for you to explain this to me: 
You said in answer to my question a while ago—— 

Mr. Barnes. May I correct one of the figures? The figure that I 
gave you of 1,505 was through December, and for the 5 months’ 
period the figure was 1,231. I do not have the approvals on a 6 
months’ basis. 

Mr. Patrman. You said a while ago you had actually disbursed 
business loans during this fiscal year of $16,600,000, and then you said 
$8,200,000 of that was disbursed by the banks, not by the Small Busi- 
ness Administration, leaving $8,400,000 disbursed by the Small 
Business Administration in 5 months. 

You stated, and it is something I do not understand and I want 
you to explain—and I know that you can—that during this fiscal year 
the Small Business Administration has approved 507 applications for 
$24 million and $20 million of that was Small Business Administration 
money that was obligated. 

Mr. Barness. Yes. 

Mr. Parman. And only $4 million of it banks. 

Mr. Barnegs. Yes. 

Mr. Parman. Where does it come in—where do the banks come in 
that $8 million figure? I cannot understand that. You say that the 
banks have actually disbursed the $8,200,000, and in answer to this 
question you state they are only obligated to $4 million. 

Mr. Barnes. In the disbursement figures some of the loans that 
were disbursed were approved prior to this fiscal year because the 
loans are disbursed after they are closed. There is a 30- to 45-day 
period after a loan is closed before it is actually disbursed. 

Mr. Patman. Maybe your answer to this will clear it up. 

How many small business loans has the Small Business Admin- 
istration actually disbursed during the current fiscal year? That will 
include those approved beforehand, of course. 

Mr. Barnes. There were 367 during the 5-month period. 

Mr. ParmMan. That were actually disbursed? 

Mr. Barnes. Yes. 

Mr. Parman. For how much? 

Mr. Barnes. That ties in with the $16,612,975 figure. 

Mr. Patman. The same as in the first answer? 

Mr. Barngs. Yes. 

Mr. Parman. How many small business loans have been disbursed 
by the Small Business Administration during this fiscal year which 
will draw interest at less than 6 percent? 
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Mr. Barnes. Including disaster loans? 

Mr. Parman. No; I am talking about small-business loans. I do 
not include disaster loans in any of this. 

Mr. Barnes. We will be glad to furnish that to you. We do not 
have it broken down by the interest rates. 

Mr. Parman. Do you remember having charged less than 6 percent 
on any of the loans? 

Mr. Barnes. Yes. The 6 percent on business loans is charged on 
direct Joans, so I can give you the figure for direct loans, and all of 
those would be at 6 percent. 

Mr. Parman. All would be at 6 percent? 

Mr. Barnes. Yes. 

Mr. Parman. You have not made any for less than 6 percent on 
direct loans? 

Mr. Barnes. That is correct, none at less than 6 percent on direct 
loans. 

On bank participation loans they have been made between 5 and 
6 percent, the low is 5 percent and the high is 6. 

Mr. Parman. In other words, the banks sometimes charge the 
borrower less interest than you charge? 

Mr. Barnes. Yes. 

Mr. Parman. Why would you permit that? It would occur to me 
that you testified heretofore that you wanted to meet local conditions; 
that at some places interest rates would be high and at some they 
would be lower, and if you want to meet local conditions why would 
not you always make your interest rate as low as the bank’s interest 
rate? 

Mr. Barnes. We made our rate of 6 percent and fixed that rate in 
connection with the loans because the Loan Policy Board set up the 
policy and fixed the interest rate. 

Mr. Parman. The Loan Policy Board composed of yourself and the 
Secretary of Commerce, Mr. Weeks, and the Secretary of the Treasury, 
Mr. Humphrey. 

Mr. Barns. Yes. 

Mr. Parman. And the Loan Policy Board passed this order that 
you charge 6 percent on all of them? 

Mr. Barvnzs. All direct loans. 

Mr. Patman. All direct loans? 

Mr. Barnes. Yes. 

Mr. Parman. Even though the banks charged much less than that 
in participation, you charged the maximum? 

Mr. Barnes. Yes. It was our feeling that we should not attract 
loans away from private banks solely on the matter of interest rates. 
If they could not get credit from private banks then we should make 
the loans, of course, but the interest rate should not be something 
to attract them away from private enterprise. 

Mr. Patrman. On the pooling 

Mr. Barnes. I had not quite finished. There was a question that 
you asked me, sir, that I did not answer. 
~ Mr. Parman. You may go ahead and answer it. I thought you 
had answered it. You just said that you did not want to attract 
loans away from private enterprise and that is why you kept the 
maximum at 6 percent. That is what I understood. 

The next question that I want to ask you is about the pooling 
arrangement. We passed an amendment to the act in which we 
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permitted pools to be organized by small businessmen for the purpose 
of establishing facilities to produce raw materials, and in these in- 
stances and the interest rate may be 3 to 5 percent. 

Have you made any loans at less than 5 percent on the pools? 

Mr. Barnes. We have had one application for a bank participa- 
tion loan under the pooling provision of the law. We authorized 
that loan at a 5 percent interest rate. 

Mr. Patman. In other words, it is a maximum just like the others? 

Mr. Barnegs. The interest rate on the pool was was fixed at 
5 percent. 

Mr. Parman. I thought it was a rate between 3 and 5 percent. 
Did we not fix it that way in the law? To the best of my recollection, 
it was between 3 and 5 percent. I cannot understand why you 
would always hit small business with the top rate. 

Mr. Barnes. With regard to this particular loan, this bank had 
been financing this pool of companies for some time, and my recollec- 
tion is they had been charging them more than 5 percent, so they had 
to fix the rate on this loan at 5 percent because that was the maximum 
we could charge. 

Mr. Parman. I noticed in publicity coming from your office that 
you were considering, or had made a loan, to publishers to acquire 
woodpulp for newsprint. Have you actually made a loan for that 
purpose? 

Mr. Barnes. No, sir. 

Mr. ParmMan. You are considering one? 

Mr. Barnes. We had inquiries from publishers as to whether or 
not they could obtain that financing, and all the announcement was 
that they would be considered eligible. We have not received any 
application. The question that you asked me a minute ago was if we 
had testified that the interest rate should be fixed at what it is in a 
particular area. I did not testify to that effect. I believe there was 
some testimony offered by one of the witnesses before one of the sub- 
committees of the Small Business Committee to that effect, and my 
own feeling about it is that it is almost impossible to fix interest rates 
according to the area; in fact, I do not know of any way that it can 
be done, the reason being that interest rates in any particular area 
are determined by the kind of loan—they may be greater or less if it is 
a mortgage loan—and they are fixed by the type of collateral offered, 
and actually the credit of the borrower. One bank in an area will fix 
a different interest rate for different types of customers. I think some 
expert testimony from some of the banks would be of more guidance 
than mine, but I know of no figure that can be obtained from the 
Federal Reserve Banks or from local bank clearinghouses, or in any 
other way that would provide an equitable way of fixing interest 
rates from city to city, or county to county. 

Mr. Parman. That was my understanding, too, and that is the 
reason I thought we had a flexible rate not exceeding 6 percent, so 
that in certain localities, where the prevailing rate is less, you would 
charge less than 6 percent. But it seems the policy has been to fix a 
maximum. 

That is also true in the pooling arrangement, where we provided 
you might charge as low as 3 percent, not exceeding 5 percent, but 
you charge 5 percent. 

That is not the inquiry I want to pursue, however, about this news- 
print. In the same article I read you were reported as saying that 
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these loans would be restricted to people in towns of 50,000 people; do 
you recall that? 

Mr. Barnes. I recall seeing that in a story. That was not what I 
said, however. 

Mr. Parman. You did not say that? In other words, you are not 
restricting them? 

Mr. Barnes. No, sir. 

Mr. Parman. That is the part I could not understand. 

Mr. Barnes. One of the reporters asked me what would be con- 
sidered a small publisher, or what would it take to be a small publisher 
to qualify under that. I said that we had not made any such determi- 
nation; that I would presume offhand they would have to have less 
than 500 employees and that, generally speaking, in most instances 
the publishers in small towns would qualify. And he said, ‘“‘What is 
a small town?” I said, “Well, certainly towns under 50,000 are 
such that it would be unlikely that any publisher in those cities would 
be a large publisher.” 

Mr. Parman. You did not intend to exclude from consideration 
those who are small in larger cities? 

Mr. Barnrs. No, sir. 

Mr. Parman. That is the part I did not understand. 

Mr. Barnes. I specifically said we would consider every case on its 
own basis. 

Mr. Parman. | have one other question. Mr. Barnes, summing 
up on the activities of the Small Business Administration—and I do 
not want to take too much time, for I know my colleagues want to 
interrogate and I will wait until they have finished—there is one other 
question I do want to ask you. To the best of my recollection—and 
I am relying on memory—after our hearings here before, and after 
the Small Business Committee hearing, my impression was that the 
facts disclosed that in 23 months’ time, the first 23 months of the Small 
Business Administration’s operations, you actually disbursed $11 
million to small-business loan applicants; is that correct, or substan- 
tially correct? 

Mr. Barnes. You are asking if that was the figure that was correct 
as of last summer? 

Mr. ParMan. Yes, sir; or approximately correct, within two or three 
million. I am talking about disbursements as distinguished from 
approvals. What I mean by “disbursed” is that which is actually 
paid out of your funds. 

Mr. Barnss. Yes, sir. My recollection is that it was between $11 
million and $15 million. It was along there some place. 

Mr. Patman. In 23 months? 

Mr. Barnes. Yes, sir. 

Mr. Parman. Now, then, since that time you have operated how 
long? You have operated up until the end of November—about 29 
months—have you not? 

Mr. Barnes. Yes, sir. 

Mr. Parman. That is nearly 2% years. What actual disbursements, 
in dollars, have you made during the 29 months? 

Mr. Barnes. May I correct that statement that I made a minute 
ago? Through June 30 we had actually paid out of the revolving 
fund, including business loans—I mean, on nothing but disbursements 
of business loans, the direct loans only, the deferred loans that we 
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had purchased, and the immediate participation loans in which we 
disburse immediately—the total figure was $21,738,583. 

Mr. Parman. You have me confused by bringing in these other 
loans. I was talking about direct loans. 

Mr. Barnes. Well, sir, when we make an immediate participation 
loan the bank puts up its share and we put up the Government’s 
share at that time. 

Mr. ParMan. Does this $21 million include any part of the banks’ 
participation? 

Mr. Barnes. No, sir. It is all Government money in the loans. 

Mr. Patman. That was during how many years’ time? Two years’ 
time? Twenty-four months? 

Mr. Barnss. Yes, sir. 

Mr. Parman. Since that time, in 5 months, you have paid out 
about $11 million? 

Mr. Barnes. Yes, sir. 

Mr. ParmMan. That you have told us about. It is about $8 million. 
It was $16.6 million, and the banks furnished $8.2 million of that, so 
it was $8.2 million. So in about 29 months, or approximately 30 
months—2% years—you have paid out about $30 million? 

Mr. Barnes. $30,207,000. 

Mr. Patman. How much of that has been paid back? 

Mr. Barnes. Well, sir, we will give vou the answer, but before we 
teave that figure I would like to offer a word of explanation. There 

re many construction loans that were approved in the period prior to 
June 30. In a construction loan—in fact, in practically I would say 
75 or 80 percent of our loans there is construction, and in a construc- 
tion loan the borrower does not take the money until the construction 
is finished, or he takes it in progress payments. He does not want the 
money, because he has to pay interest on it as soon as he takes it. So 
that the measure of the activity under these loans is not actually the 
amount that has been disbursed, because in many instances the bor- 
rower gets intermediate financing as soon as he receives the authoriza- 
tion of the loan. That has been true certainly in most of the disasters 
where we have made loans, and it is true in practically every business 
loan application. The borrower immediately takes the loan authoriza- 
tion and gets an intermediate loan from his bank for 60 days or 90 
days or whatever he wants, and then closes our loan. At the time the 
loan is closed he pays off the intermediate loan to the bank, so that the 
$30 million figure that was just used is not at all a reflection of the 
amount of activity that was financed. 

Mr. Parman. I wish you would break down for the record more 
clearly these deferred participations, and the amounts, and so forth, 
and particularly with reference to this $23 million, or $24 million which 
is in conflict with my recollection about it. There is something there 
I do not understand. I wish you would clear it up for the record. 

Mr. Barnes. I think I can clear it up now, sir. You asked for 
the amount of repayments. There was $5,746,941.20 that was repaid 
through November 30. The figure that you were attempting to 
recollect was the amount of direct loans that had been disbursed 
prior to this fiscal year. 

Mr. Parman. That is right. 

Mr. Barnes. And that Sis was $13 million. 

Mr. Patman. $13 million. 
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Mr. Barngs. $13,339,900.17. 

Mr. Parman. That was in 24 months? 

Mr. Barngs. Yes, sir. That is direct loans. 

Mr. Parman. That is a little over a half million a month. 

Mr. Barnes. Yes, sir, but it does not include the immediate par- 
ticipations, where we pay out money immediately in sharing a loan 
with the bank, and it does not include bank participation loans where 
we have subsequently bought the entire loan, which converts it from 
a participation loan to a direct loan. 

Mr. Parman. Mr. Chairman, I yield for the present. I do not 
want to take up too much time now. I will ask some questions later 
after the other members finish. 

The CHarrMAN. Are there any further questions? 

Mr. Mutter. Mr. Chairman? 

The CuHarrMANn. Mr. Multer. 

Mr. Mutter. Thank you, Mr. Chairman. 

Mr. Barnes, in your statement you indicated that up to June 30, 
1955, the total amount of disaster loans approved was $8.6 million. 

Mr. Barngs. Yes, sir. 

Mr. Mutrer. As of that date what was the maximum aggregate 
amount that had been approved for business loans, including your 
deferred participations; the maximum amount up to June 30, 1955, 
which the agency was committed for on business loans? 

Mr. Barnes. The gross amount was $83,714,000. The SBA share 
of that was $69,496,000. 

Mr. Mutter. So that as of that date your appropriations—the 
amount appropriated, not authorized, but appropriated—was prac- 
tically exhausted? 

Mr. Barnes. Yes, sir; that is right. At that time we had had 
appropriated $80 million. Our total appropriations so far have been 
$105 million. 

Mr. Mutter. You recall that the Small Business Committee of the 
House unanimously recommended in the last session of this Congress 
that the amounts authorized for both small-business loans and for 
the disaster loans should be increased? 

Mr. Barngs. Yes, sir. 

Mr. Mutrer. You recall that? 

Mr. Barngs. Yes, sir. 

Mr. Mutter. The bill as reported by this committee to the House 
called for an increase in each of those authorizations? 

Mr. Barnes. Yes, sir. As I recall, it was $300 million for busi- 
ness loans and $100 million for disaster loans, or something of that 
nature. 

Mr. Mutter. The administration took no position at that time 
urging the increase? 

Mr. Barnes. We had urged that the business and disaster loan 
authorizations be consolidated into one authority, which would have 
given total authority of $175 million. 

Mr. Mutter. That was not an increase in the authorization of 
existing law; it simply would have combined the two into one amount? 

Mr. Barnes. That is right; yes, sir. 

Mr. Mutter. My question now is not addressed to that. The 
administration, despite the action of the House Small Business Com- 
miteee and this committee in recommending an increase in each of 
the programs, took no position that either of them should be increased. 
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Mr. Barnes. No, sir; we did not. 

Mr. Mutrer. The law as enacted did not go along with the admin- 
istration recommendation for combining the authorization into one 
account. 

Mr. Barnes. No, sir; nor did the administration go along with the 
bill as reported out by this committee. 

Mr. Mutter. No, they did not. In order to get the bill passed we 
had to go along with the administration suggestion that it remain as 
it was in existing law with no change in the amount of either fund. 

Mr. Barngs. Yes, sir. 

Mr. Mu rer. That was the way it was enacted. 

Mr. BarNgEs. Yes, sir. 

Mr. Mvurer. Now, then, within 8 days after the Congress 
adjourned we had a disaster in the Carolina area. 

Mr. Barnzs. Yes, sir. 

Mr. Mutrer. How much was the total amount applied for for 
disaster loans in that area? 

Mr. Barngs. It was about $1 million, sir. 

Mr. Mutrer. How much, sir? 

Mr. Barnes. About $1 million. 

Mr. Mutter. $1 million. 

Mr. Barnes. That is a rough figure. 

Mr. Mutter. That is good enough for my purpose. It was approxi- 
mately $1 million. 

That same month that the Congress adjourned last year we had the 
first of the disasters in the New England area. 

Mr. Barnss. Yes, sir. 

Mr. Mutter. How much was applied for as a result of those 
disasters? 

Mr. Barnes. Including the figures from the North Carolina area, 
since we did not segregate them, there was a total of $46,470,165. 

Mr. Mutter. How much of that was finally approved? 

Mr. Barnes. At this time there has been approved roughly $32 
million. Now, there were some parts of the $46 million that were 
applied for that were withdrawn before we acted on the items. The 
$32 million figure includes $4 million, approximately, that was applied 
for to us but which we referred to the Treasury and which was ap- 
proved under the section 302 loans, so they did not actually come out 
of our funds. 

Mr. Mutrer. Immediately after the first disaster occurred in 
August in the Northeast, in the New England area, you and members 
of your staff went through that area to survey the damage. 

Mr. Barnes. Yes, sir. 

Mr. Mutter. I did so, too. As a result of that I conferred with 
Governor Ribicoff in Connecticut, Governor Harriman in New York, 
and with congressional Members from various parts of the Pennsyl- 
vania, New York, and New England areas that were affected by the 
flood disasters. As a result of that I sent a letter to the President 
and to all of the congressional leaders on both sides indicating that 
obviously the disaster fund as authorized and appropriated would not 
be sufficient to cover the loans that would be applied for and probably 
approved. 

You agreed with that statement, did you not? 

Mr. Barnes. Yes, sir. 

70968—56——3 
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Mr. Murer. And I asked them to pledge that immediately upon 
the opening of the Congress they would make available additional 
funds and authorize the President to use any funds available to be 
transferred to your agency, to make them available for these disasters. 
Do you recall that, sir? 

Mr. Barnes. Yes, sir. 

Mr. Murer. I think to a man every congressional leader pledgea 
he would go along with that, and at the opening of Congress immedi- 
ately call for enactment of and enact legislation to restore any funds 
that might have been impaired for emergency purposes, and to appro- 
priate enough money to cover the disaster loan program. Do you 
recall that, sir? 

Mr. Barnes. Yes, sir. 

Mr. Murer. The purpose of this hearing should be to fulfill that 
obligation. 

Mr. Barngs. Yes, sir. 

Mr. Mutter. And get the emergency funds that are necessary for 
the disaster properly appropriated, and have any funds restored that 
have been impaired by using transfer, accordingly. 

Mr. Barnes. Yes, sir. Mr. Multer, may I interpolate there and 
say I can tell you with complete accuracy and truthfulness that as of 
this minute there has been no loan that has been declined because of 
the lack of authority or lack of funds. We had to make some admin- 
istrative decisions that enabled us to proceed, such as approving dis- 
aster loans as business loans with the agreement which I mentioned 
to convert them later. But we have not declined any loan or refused 
to take any action by reason of the lack of funds or lack of authority. 

We are to this point: That home loans, the loans to homeowners, 
cannot be approved as business loans. 

Mr. Mutter. That is one of the points I am getting to. 

Mr. Barngs. Yes, sir. 

Mr. Mutter. Before I get to that let us finish the thought I have 
in mind now. 

Mr. Nicuotson. Will the gentleman yield to let me ask a question? 

Mr. Mutrer. Yes. 

Mr. NrcHotson. It was my understanding that we were to appro- 
priate money for the United States Army Engineers, for them to make 
afreport on this disaster and what could be done about it. I do not 
remember being consulted about small business. Where did that take 
place? 

Mr. Mutter. As to the Army engineers appropriation, I am not 
familiar with that, except I do know they were ordered to make a com- 
plete survey of all the disaster areas as the disasters occurred. I do 
not know whether they needed additional appropriations or not, but 
I assume they have been made available to them. 

Now to complete the thought I have in mind, the purpose now 
should be to get the funds increased. 

Mr. Barnes. Yes, sir. 

Mr. Mutrer. I am not criticizing your agency at the moment in 
saying that you did not make any loans or turned people away. I am 
now directing myself to what we should be doing to fulfill the obliga- 
tion made in connection with this situation, because there were not 
enough moneys available for the disaster-loan programs. Instead of 
addressing ourselves to just that matter of increasing the amount 
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authorized and to be appropriated for the disaster-loan program I 
should like to know why the administration comes in and recommends, 
instead of that, simply a change in the law, to combine the two funds, 
which Congress only in the very first session—only last year, within 
months, last August—refused to do, when it refused to combine the 
two programs. 

Instead of coming in and addressing yourself to the increase in the 
disaster-loan program, you again try to accomplish the enactment of 
the same principle that the Congress rejected, only last August. 

Mr. Mumma. Mr. Multer? 

Mr. Mutter. Why do we complicate the two things? Why not 
address ourselves simply to the matter of increasing the loans on the 
disaster loans, instead of changing the principle in the law? 

Mr. Mumma. Is the amendment not going to consider separating 
them again? 

Mr. Mutrmr. Yes. 

Mr. Mumma. That will be the first thing to consider, rather than 
the bill. 

Mr. Mutter. That should be, yes. I want to know what prompts 
the administration to confuse the two things and to try to get enacted, 
under the guise of something constituting an emergency, what we re- 
jected after full and complete consideration last year. Why not ad- 
dress ourselves to the matter of how much do we need for disaster 
loans? 

Mr. Mumma. The Lord made us change our minds on a lot of things. 

Mr. Mutrsr. Did the Lord make us change our minds and say we 
should try to get the principle enacted that we rejected last August? 

Mr. McDonoven. Will the gentleman yield to me? 

Mr. Mutrsr. I think we ought to let Mr. Barnes answer the ques- 
tion first. 

Mr. McDonoveu. All right. I will let Mr. Barnes answer first. 

Mr. Barnss. First, we did not ask for more funds because as we 
presently see the situation we have $23 million in the Revolving Fund 
that will be available on a projection basis through the remainder of 
this year for use in the making of disaster loans. That appears to be 
adequate at present. 

Our estimate of the California disaster is that perhaps some place 
between $15 million and $20 million will be applied for and granted 
in loans out there. Admittedly, that is a rough estimate. 

Mr. Mutrer. You are mentioning only California. What about 
the rest of the Northwest region? 

Mr. Barnes. That includes that; yes, sir. 

Mr. Mutter. Washington, Oregon, and northern California? 

Mr. Barngs. Yes, sir; that includes all three States on the basis of 
reports I asked for from the field just yesterday. 

We have not asked for a supplemental appropriation, and can 
watch that very carefully. If there is any need for an additional 
appropriation I feel certain that the Bureau of the Budget will join 
us in reporting that fact to this committee whenever the need becomes 
apparent, and to the Appropriations Committee, which would, of 
course, have to act first on making the appropriation. It is not 
apparent at the moment that such an appropriation will be needed 
before our regular appropriation bill goes before the Appropriations 
Committee. 
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Now, the reason that we submitted the recommendation in this 
form, in effect to consolidate the two funds insofar as authority was 
concerned, was that you will recall that the Senate had passed a bill 
with this provision in it, and that that had been before this com- 
mittee, it is true, and this committee had passed the bill in the form 
that you recommended. Our recommendation had remained in 
effect completely till the last day, and we thought that in conference 
either the bill in the form that the Senate had passed it or in the form 
that this committee had passed it would be finally adopted. All I 
can say is that it did not work out that way. 

Our recommendation for the consolidation of the 2 authorities 
into 1 would have adequately taken care of the matter. Or if the 
bill the way this committee had reported it out had been passed it 
would have adequately taken care of the matter. But fortunately 
the fact that it passed in neither form has not caused any applicant to 
go without a loan he should otherwise have had. 

Mr. Muursr. Before I go further I yield to the gentleman. 

Mr. McDonoveu. I think he has answered the question satis- 
factorily. 

Mr. Murer. Let us see if that is accurate. On the top of page 3 
of your statement you say you made qualified business loans at 6 
percent in the disaster area, and you go on to say that these business 
loans will revert to the 3-percent disaster loans if and when authoriza- 
tion is granted. In the next paragraph you say that this permits the 
Small Business Administration to continue to meet the immediate 
requirements of persons whose homes or businesses were damaged or 
destr¢ yved. 

Did you make any business loans to persons whose homes were 
destroyed? 

Mr. Barnus. No, sir; we made all of those at the 3-percent rate. 

Mr. Mutrer. They were covered as disaster loans? 

Mr. Barnzs. Yes, sir. 

Mr. Murer. Are we able to take care of all the applicants whose 
loans were submitted and approved, for home loans? 

Mr. Barnss. Yes, sir. 

Mr. Murer. They were all made at the 3-percent rate? 

Mr. Barnes. At the 3-percent rate. That was the point I was 
making. The way we did that was that when we reached about $20 
million outstanding on disaster loans we put this procedure in effect 
calling for the making of business-disaster loans at the 6-percent rate. 
Before we did that consultations had been held with the leadership of 
both parties in both Houses of Congress and all the principal com- 
mittees involved. 

When we put the business-disaster loan procedure in effect we still 
segregated about $1 million of authority which we could use to make 
disaster loans that we could not approve as regular 6 percent business 
loans—in other words, the home loans and for churches and for various 
things of that nature. 

At the time the California disaster struck there was $451,000 of that. 
authority still outstanding. I immediately took that authority, 
which we had segregated and apportioned among the offices in New 
England, and withdrew: part of it from them and apportioned parts of 
it in California. 

Now, the loan applications in California are just being received this 
week and next week and will be coming in for the few weeks ahead. 
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It is my best guess that within a period of a week or 10 days those 
offices will run out of the authority to make the home loans. So we 
have been able to work this situation until Congress got. back in ses- 
sion and had an opportunity to correct the situation. 

Mr. Mutter. And immediate action is necessary now or a lot cf 
homeowners will have to do without loans. 

Mr. Barnes. That is right, sir. We will have to tell homeowners 
in California, Oregon, and Nevada, and any other homeowner who 
applies from ‘the New England area, that we will not be able to give 
them a final answer on their loans until we are authorized to do so at 
the time that we reach the $25 million limitation and all of the author- 
ity has expired. It is my estimate that will be done sometime in the 
next 2 weeks. 

Mr. McDonovcu. Will the gentleman yield for a question? 

Mr. Mutter. Yes, sir. 

Mr. McDonoveu. Mr. Barnes, does the amount requested in the 
two bills before the committee, in your opinion, represent an amount 
necessary to meet the situation of the disasters that have occurred, to 
meet the problems of the disasters that have occurred, or does it 
anticipate any reserve for disasters that may occur? 

Mr. Barnes. That amount anticipates providing an adequate 
reserve, so far as we are able to estimate, through the remainder 
this fiscal year and through 1957. 

Mr. McDonoveu. In other words, you are anticipating- 

Mr. Barnss. Yes, sir. 

Mr. McDonovuaGu. That some disaster may occur, and you are 
asking for sufficient funds to meet those requirements? 

Mr. Barnss. Yes, sir; for sufficient authority, not funds. 

Mr. McDonoveu. At what point does your authority stop and 
the authority of the civilian defense begin? How does it operate 
where a disaster occurs? 

Mr. Barnes. Well, civilian defense has overall responsibility for 
coordinating the activities of Government in connection with the 
disasters. Insofar as the funds that they use are concerned, they are 
for immediate repairs to public projects, such things as w ater-supply 
systems, municipal powerplants, or things that must be done im- 
mediately. 

Mr. McDonoveu. Medical aid and temporary housing? 

Mr. Barnes. Yes, sir; medical aid, temporary housing; and they 
work with the Red Cross. 

Mr. McDonoveu. You do not do any of that at all? 

Mr. Barngs. No, sir; ours is rehabilitation of a business and homes 
of homeowners who have experienced losses due to natural catas- 
trophes. 

Mr. McDonovuau. Does the amount stated in these bills anticipate 
the needs which might occur from the report of an additional heavy 
downpour of rain in Yuba City in the last 24 hours? There has been 
another catastrophe in that area in California. 

Mr. Barnes. Yes, sir; this would be adequate. The amount in 
either of the bills—either the bill or the chairman’s amendment- 
would be adequate to meet any of the needs of that disaster and any- 
thing else that was likely to come up during the remainder of this 
fiscal year and, so far as we can tell, in next fiscal year, based on past 
experience. 


of 








18 AMENDMENT TO SMALL BUSINESS ACT OF 1953 


Mr. McDonovueu. Have you had any applications for loans in the 
Imperial Valley area as a result of the trouble there? 

Mr. Barngs. Sir, our offices were opened. Some of them were 
opened on December 28 and 29. Others were opened on the 2d and 
3d. Most of the people, for a week or 10 days or 2 weeks after a 
disaster such as this flood, are engaged in cleaning out the debris and 
trying to collect their personal belongings. There is a period of 2 
or 3 weeks before they can sit down and actually make an estimate of 
their loss. They try to save immediately the things that can be 
saved, so that we do not have any reports other than that people have 
been coming in the offices. They have indicated in several of the 
offices that there would be 50 or 75 loans from that particular office. 

But in some instances, you see, it will be 2 or 3 months before a 
man actually comes in and files his application. 

We give them 6 months, and if there is any question about it we 
will even extend the time. We only put a 6-month limitation on so 
that we can make some plans as to the assignment of our personnel 
and that sort of thing. If we close an office before the 6-month 
period we have another office where they can go or can send their 
applications by mail. So it is too early to ascertain the amount of 
applications that we will receive from any particular area out there, 
in my opinion. 

Mr. Mutter. Mr. Barnes, let us pursue that for a moment and see 
if we are now authorizing enough. 

At the close of the last session of Congress, the first session of this 
Congress, we started with a balance of uncommitted funds for dis- 
aster loans of $17 million. Since that time you have committed a 
total of $46 million, is that right, of disaster loans only? 

Mr. Barngs. No, sir. 

Mr. Mutter. What is the total? 

Mr. Barnzs. No, sir; it was about $32 million on November 30, 
1955. 

Mr. Mutter. $32 million. In other words, you are already over 
the $25 million authorization by $7 million; is that right? 

Mr. Barnes. Yes, sir; but included in that figure are the ones that 
have been approved as business loans. 

Mr. Mutter. Yes. 

Mr. Barnes. Yes, sir. 

Mr. Mutter. That part must go back to the business-loan pro- 
gram? 

Mr. Barngs. Yes, sir. 

Mr. Mutter. You have a total of $32 million approved. You 
have an anticipation of $20 million out of the Northwest area? 

Mr. Barngs. Yes, sir. 

Mr. Motrer. You said $15 million to $20 million, but let us take 
the maximum of $20 million. Have you any idea what you anticipate 
on account of the disaster Mr. McDonough referred to a moment ago 
in California, J think on yesterday? 

Mr. Barngs. No, sir; the water is still coming up. 

If I may give you the breakdown the way I have it here, Mr. Multer, 
[ think it will be more simple to follow. Outstanding on November 
30, 1955, was $17,354,000 in disaster loans. There was undisbursed 
another $14,139,000, for a total of $31,493,000. Then in December 
there were approvals of $3.4 million of disaster loans, bringing the 
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total to $34,893,000. On December 31 we still had pending from the 
New England area—or, from the whole country, because there were 
some drought loans and some other things involved—a total of 
$3,680,000. So that through December 31 the total financial needs 
for disaster loans were $38,573,000. 

These figures I have given you related to authority. Now, as to 
funds our best estimate, which was based on a projection of how fast 
we are making business loans, indicated that in terms of funds we 
would have some $23 million available on January 1 in the revolving 
fund which could be used for disbursements and cash outlays for 
disaster loans. 

Mr. Mutter. You mean that would be true if you used the business- 
loan fund for that purpose. 

Mr. Barnes. Well, they are both in the revolving fund. They 
are not segregated. 

Mr. Mutter. I understand, but you have to impair vour funds 
are for business loans to that extent, to use them for disaster 
oans. 

Mr. Barnss. No, sir. In that estimate we had reserved funds for 
business loans at the rate they were being made during the past few 
months. So that would indicate that if the disaster in California 
runs between $15 million and $20 million we would have adequate 
funds on hand, and certainly we would have adequate time to ask for 
a supplemental appropriation to the fund. 

Mr. Mutter. I wish I could get you to follow the thinking of some 
of my colleagues and myself, that we want a complete separation of 
the business-loan program and the disaster-loan program. Let us try 
to project what we need now for the disaster-loan program and address 
ourselves to that. 

You have as of now $37 million approved and disbursed and com- 
mitted for disaster loans. 

Mr. Patman. Did he say ‘‘disbursed’’? 

Mr. Mutter. Yes; disbursed, approved and committed. Am | 
right? 

Mr. Barnes. $38.5 million. 

Mr. Mutter. In addition to that am I right in saying you can 
anticipate at least another $15 million in applications from disasters 
that have occurred up to last week? 

Mr. Barness. Yes, sir. 

Mr. Mutter. Excluding this week? 

Mr. Barnes. That is correct. 

Mr. Mutter. You have $38.5 million and another $15 million, so 
we can expect the applications to total $53.5 million; is that right? 

Mr. Barnes. Yes, sir. 

Mr. Mutter. Not knowing the extensive nature of the disasters 
that occurred in the last day or two in California, should we add on 
a minimum of at least $2 million? 

Mr. Barnes. Yes, sir. 

Mr. Mutter. All right. That is $55.5 million. Do you have a 
sufficient backlog to start the new year, if you only ask for another 
$50 million, to get a total authorization for disaster loans of $75 
million? Of course, we hope that there will be no such disasters next 
year or any other year as those we have had this past year, but 
having had the experience behind us of opening the year, starting 
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with the close of the last session of Congress with a $17 million balance 
and now being called on to increase that by $38 million, are you safe 
in asking for only an additional $20 million over the $55.5 million 
you have approved and may yet have to approve? 

Mr. Barnes. Mr. Multer, I have been proved wrong so many 
times in trying to estimate how much was going to be done in disaster 
work that that was the reason I had felt originally that the other 
system—that of treating the authority as combined—would be the 
system that would keep this problem from occurring at least as 
frequently. 

Mr. Mvutrer. The one thing we are trying to resist, Mr. Barnes, 
is impairing the Small Business Administration so far as its small- 
business loans are concerned. We want to keep that operating as a 
separate entity for small-business men, so that they will have a fund 
available and they will know that they can go there and get the funds, 
and that it will not be used for any other purpose; and then, if we 
have to set up a disaster-loan program, as we must, let us do that 
and handle it separately and get enough money in it to do the job 
as needed from time to time. 

Thank you, Mr. Chairman. 

The CuatrmMan. Are there any further questions? I was of the 
hope that we might get through. 

Mr. Wipnauu. Mr. Chairman? 

The Cuarrman. Mr. Widnall. 

Mr. Wipnauu. Mr. Barnes, do you have a breakdown of the figures 
on the loans that were made in my district in New Jersey? If it is 
not readily available, would you submit it for the record? 

Mr. Barnes. Mr. Widnall, we have it by offices, but I would 
rather be accurate in giving it to you. Do you wish it for the record 
or would you like to have it furnished? 

Mr. Wrpnatt. I should like to have it furnished. I should like to 
have the applications and the ones that were actually processed and 
those that are still pending, with the total dollar value. 

Mr. Barnss. Yes, sir. 

Mr. Wirenatu. Incidentally, Mr. Barnes, I should like to compli- 
ment you at this time for the work that was done in the New Jersey 
area. You moved in promptly. There have been no complaints 
from the area at all. I think you have done an excellent job. 

Mr. Murer. Mr. Widnall, if you will yield to me, I hope that 
nothing I have said or indicated in my questioning indicated that they 
did not do a good job anywhere. 

Mr. Wipnaui. No; I just spoke from personal experience. 

Mr. Mutter. I just want to add, Mr. Widnall, that I had the 
opportunity of going to other areas, my own, and New Jersey, too. 
They did move in promptly and are trying to do an excellent job. 

Mr. Vantx. Mr. Chairman, I have just one question. 

The CuarrmMan. Mr. Vanik. 

Mr. Vanrk. Have any disaster loans been made out of any so-called 
disaster areas? Have any 3 percent loans been made outside of 
designated disaster areas? 

Mr. Barnss. No, sir. If there has been a disaster of even one or 
two homes we will declare that area a disaster area. 

Mr. Vantk. Before you grant the loans? 

Mr. Barnes. Three percent loans; yes, sir. 
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Mr. Vanik. Are you limited by tbe act to disaster areas for disaster 
loans? 

Mr. Barnes. The Administrator is given authority to declare the 
area as a disaster area, so that there is no limitation except in connec- 
tion with drought loans. 

Mr. VaniK. Yes. 

Mr. Barngs. In connection with drought loans the Administration 
is required to take cognizance of the area that the President and the 
Secretary of Agriculture have declared as drought areas. 

It might be helpful to the committee, and particularly to the staff, 
to submit as exhibits the exact areas that have been declared as 
disaster areas since this agency was created. They are in two docu- 
ments, one prior to this fiscal year and one during this fiscal year, 
which give an indication that there are some 30 different disasters 
that have been declared, and on which we have taken action to make 
loans. I do not think that includes the drought area which of course 
is so widespread that it would not be included under more than one 
heading. 

(The information is as follows:) 

















































































jacqenabyacaontora--Sr} qinae L | £80 ‘68 £% il encircnshepiensncenonenn “""""BEBLON4) 
toed Dee : <r : dn Se ee ee ee ee eee er ee ee “""BUIBgeLy 
| | ‘P96 ‘ZT “BW ‘Opeus0, 
# ~~} 000 ‘FI | £ : wanda Ws I OST ‘SI | F “wos :4961 ‘ZI “UBL ‘Sepl[spue] puv sUyeI AvvoH 
ot ke tee | O80 ‘LE | 9 | 000 ‘ST | ¢ | 000 ‘gg Zz 080 ‘$¢ | et BIMIOHTED - F861 “F “EL ‘ary ysol04 
Ve) | OOF tT : | S@L z | SIT | £ | ~aatysdwe A MeN 
oa | : | ee | = ‘e jones 2y a “soe SUTEyy 
~ | | | | “C61 ‘1 ‘00 ‘sapl) JO ‘mous ‘o[e¢) 
: | | 169 “OOF | 8% | 008 “ST iT [61 “bt 62 “"“"“Tej07qng 
a ae! is “pei sis ; | s ged oe | ee Ft 
° 169 ‘86E | 2% : ’ 008 ‘ST 11 161 ‘226 8% 4s ; “1ddisstsst jy 
| | 000% I een ; $s pa aarti ae I “""" =~ BUBISINO’] 
5 | : Ser eee es es tae : Oe ey a = — vot teeter ae eee rts ~"""“SBsUByIy 
=z 'E961 ‘2 ‘00q ‘opeulO,, 
= ——— + | — —>—_T——X—X—_|J_ ——eaa=s=sSs baiaaaa———_—_E_&ELCrL_——_—_—_—_—_—_=_Y —>__u_—————— = —— | 
M 000 “6 I oe ee. <a —— 000 ‘OT T . a "~ “BIUIOJTBD 2961 ‘0% “AON ‘sepia gary 
2 POL bE 69 02g “IST gI OLE ‘281 LI Ven ‘ek 16 ia aia i a re103qng 
ie} — eS | SS —_——— — SS SS ——— 
Z "°"! Seu Sit 61 “026 ‘OOI 8 26 ‘19 L “£26 ‘998 23 * oTeeqarEersy . ““"""""WOX MON 
n aS Sapaigi ZES ‘10% Le OOT ‘OT Pb OOT ‘STI 8 OFZ ‘SEE 6h r = ‘ 3 nig es "--""“Agsior MON 
5 "| 00F ‘8 z aie * Pet ee oe eS al “""} OOF ‘OT z Perales ee = ~-" “sp esN posse Py 
x 000 ‘T I 008 “6 ge 00g ‘2 z 118 ‘ZI 9 iS aa aly Se wc pn abi ~~~ -gnoyoeuu0 
‘E961 ‘ZI ‘AON ‘Sepl3 yZtq pus ‘mous ‘sorerp 
4 <i ““"=""! 008 “bE £ Te eo eo ae ee cae BE oe Sr 008 ‘98 ae) ee ee ee ae aaa ii ek: [ejoyqns 
= ww anes) OO8 I Siete. 6 tiempos Gs see wtel ag, bene “-"1 008 ‘T a> \ae, WRetee ee es ee en ee ae, ae ee Buetow 
7) ““| 000 “Ee z ho ae en cn ia ree aS 5* eee 000 ‘SE A - — os - ee BMo] 
; of Ln ae eo a 2, S961 ‘IT oun ‘poorly 
S "| 002 BL II 000 ‘61 £ 000 ‘2 I 002 ‘FOL SI ~"* SyosnyoesseW *1 £961 “OT euns ‘opeusoT, 
oT : | = aly. ae , 7 00E ‘S$ I 00g *¢ I ‘ ~-“O14O *1 £961 ‘6 ounr ‘opeuloy, 
a aw 008 ‘6S z = 00¢ ‘6 z ; ““"SBXOT, 71 E961 ‘ZI ABP ‘opeulo, 
PA 000 ‘8 I 969 ‘2 I } } 98 ‘OI Zz ~~" BIBI004) 7; E961 ‘IZ ‘Ady ‘opeus0O, 
i) 924 ‘OL 4Z OLL '9$ | 31 | “| G6¢ ‘SI 6& ‘ neues auIvYy :1 S61 ‘Ee “Id y ‘poorly 
s “"| 000 ‘9$ | I | | 000 ‘9¢ I . pS BIUIONVO 71 Z961 ‘oz ‘3Bny ‘ayenbyweq 
a _ | ae | se ; 7 =o ames is ae ae. ee a a ae a 
4Z yUNOULy IN junOULy =| JequUINN qunouly JOqQuinn junouly =| JaquInN yUNnOULy 
= an * eS cee ‘ = | _— Peep sep PUR JOISBSIC] 
< #ulpued poeaoiddy peulpeq UMBIDUIM peAlsooy 


[p91itu10 squaD] 
CG6T ‘0g aung ybnosy) aaynjnuns ‘sajnjg fiq—suajspsip fiq—fjrayov uoyvayddp uvo} 49,8D81C] 


NOILVULSININGY SSANISOG ‘ITV NS 


N 
N 











9 


a 


1953 


SMALL BUSINESS ACT OF 


NT TO 


~ 
“ 


AMENDM 


000 ‘Og 


000 ‘0¢ 


008 ‘#82 


000 “OZ 


008 ‘2 
000 ‘EF 
000 “E 


00Z “LZ 
000 “¢ 


| 969 ‘986 


OFS ‘IZ 


096 ‘THI * 


008 ‘ZI 


GOS ‘ZZF 


000 “0Z 
000 “bE 
OPO ‘82Z 
000 ‘9 


6LT TTL 


9&T ‘989 
000 ‘88 
OOL ‘FZ 
TEL “Sz 
002 ‘98 
Z10 ‘902 


R98 * 


00S “F 





008 
C96 ‘99T 
006 ‘IZ 

G28 ‘298 


| 009 ‘L 
| 889 “221 


| 82 L's 'l 


OOF ‘Ree 
OF9 ‘OF 
000 ‘€ 
80 ‘182 








OOF “TZ 
OST ‘29 
618 ‘2g 
9IZ cre 
Z£0 ‘16 











OS8 ‘1Z 
000 “FI 


a 














008 ‘T 
9Z8 ‘SOF 
000 ‘OT 
000 ‘OT 


i 


NOAA 


008 ‘IF 
000 “¢ 


000 ‘F 
IZI ‘68F ‘S 
00S ‘FZ 
£96 ‘O18 7% 
OOF “9 
O&L ‘ZH0 ‘Z 


| 000 “Sz 


008 ‘LF 
880 ‘69% 
000 ‘9 


SLb ‘FOL 


000 ‘08 
92S ‘08% 


Z16 ‘699 





























00g 701 
OS2 ‘69 
982 ‘BEI 
698 ‘BLE 
8¢8 ‘ET¢ 
SES ‘FR 
OST ‘06 
290 ‘tb 


089 '€% 








‘pz ‘d ‘afqey JO pua 78 S8}0U00] vag 


; OpBIO[OD :Sc6I ‘ez ABI ‘poo[y 
UBZIOIFL ‘SS6I “8% “IVI ‘1078M PUB PULA 
1ddIssissijq 
““BUlBgely 
“9961 “6% ‘IV “pool 
SISSII (9961 ‘8 “Qoy ‘opeus0, 
BUBIPU] ‘F961 ‘ZZ “290 ‘pooly 


“---TeVQOIGNg 





~~ BIUISILA 
“BUI[OIBD qINEg 
eluBa[Asuuedg 
BUT[OIVO YON 
“"“"4dOX MON 
~-"" £oslof MON 
~ puelAreyy 
BM BIOCT 

:bS61 ‘81 “390 ‘euBOLUNA 


“= pRIOIGN 


engtes quOULIOA 
puss] epoqy 
ants yI0OK MON 
----alTysdurey, MON 
2 : ~--"s}jesnqoesse 
; tn4 9 Se ule, 
“=====""""angtqoa0U0g 

‘PG6I ‘1 “3deg ‘euvoluny 


“BUOZHV - F961 ‘% ‘3ny ‘spool 
RIUIBITA ISOM ‘F96T “ZZ Aine ‘spooy pus uyeYy 
BPVAON -HS6I ‘TZ Aine ‘soqenbyyeq 
““SBXOL ‘F961 ‘2 Aing ‘ spooy ‘gueo}in H 
“BMT 1661 ‘yz ouns ‘poo[y 
OOTXOW, MON :PO6I ‘8T ABP ‘SulIOysJopuNY,, 
““s}yosnyoesse yl : F961 ‘81 ABW ‘spoof 

; a at ae a ee 18303qng 


SE Te, ee SBxoa,L, 


Oe eae tee sesuByly 
161 ‘ Avy ‘opeuo, 





ee A A 




















ae] 
wo 
a 
tm) 
Bs 
be 
oO 
< 
} 
N 
(<3) 
> 

4 

at 
Nn ; paysenbe 
CSél ‘RI A[ng ‘UOTSTAIG, SONSHRIG puB SyuodeyY ‘19[]O1WUOH Jo axqJO ‘:e01n0g juNoUIE ay} UIOI F29‘09T'T$ JO MONONper & soeyes Poaoudde UNOUIE ssou8 [810 ¢ 

“UROT T UT arBYs §,yURq BuTVRdONIed OOO‘EL$ SOPNPOUT ¢ ‘AJIOYING Zuypus] WAS 0} 10JId perepep sary 

Pm. : _ : a ee ee Ee s c ee a sss sensi Se se NY ae bal Bs di kellee 
S | | Dis | | ao TeMNchis \Miidite. Eanincseureconcesguceaviasukevcewanmecselian 

| 000 ‘LOF | 3% | 28° ‘PIO ‘Sez | Sb2‘T | Sob ‘Zee Z 161 | $20 ‘ZL 'T | Tat | SPL 9F6 “ET 2Zl¢ 1 [830.L 

o : fexnes Rl ian p= nol ----- --- ee Sr es pees pas BUI[OIBO YINOG :ec6l ‘zz euNs ‘9z0014 
‘ . . trons miata Beaters iain ~“OpBlojog ‘e¢é6l ‘Tz suns ‘opeUiO |, 
=) OST ‘F I ane “"""| OSI > I “"“BUTTOIBO YON :¢e61 ‘LT ouNs ‘920014 
o ‘ so ““"BPBAON “S61 ‘IZ ouns ‘pool y 

008 ‘% 11 008 ‘Z | 1 Iddississ! J :@961 ‘LT ouns ‘pool 

- | sa Be - | . | “"“"SBSUBYIY ‘CC6l ‘9 UNS ‘OpeUIO, 
Z, 000 ‘89 | OL | 020 “€&z 00 ‘2 I PSS ‘6 ie | 202 ‘81 | 28 | ae ae her “-"""TeJoIQnS 

= me ——— —\— an > Po 

S 008 ‘OF | > | OLF ‘61 | 91 | $98 ‘6$ | 1 SLE ‘bE 1% ; areee “7 " 7" BULOYBTAO 

5 we'lz 19 | 009 ‘6e$ 6 0g0 ‘2$ I “| 088 ‘Ez | 91 — -“Susuey 

= | CC6L ‘oz AB] ‘opeus0, pus eu0PsOD 
2. UW Jequinn junouly Jequinn juNOULy Jequinn juNOULy Jequinn yunoury § | Jequinn 

: ns " ae S a ES ———EEEEE—EE paepep aep puB Jeysesig 

Surpued paaoiddy Ped UMBIPUIM poalsooy 





[peqqtM0 syu90] 


nyo)nund ‘sang igq—s.ajspsip fiq—fAjrarjop uoynsiddp uno) 1a}8D81”] 


4 


‘og aun ybnosy) 


™ 


A“ penulju0g—e¢g6 














AMENDMENT TO SMALL BUSINESS ACT OF 1953 25 


Disaster areas declared since June 30th report 


DISASTER AND DATE DECLARED 


Tornado and flood (July 6, 1955) Drought (August 16, 1955)—Continued 
Nebraska Illinois 
Flood (July 6, 1955) Kansas 
Wyoming Kentucky 
Tornado (July 22, 1955) Louisiana 
Minnesota Mississippi 
Flash flood (July 29, 1955) Missouri 
New Mexico Nebraska 
Freeze (August 15, 1955) New Mexico 
Arkansas North Caroiina 
Hurricane Connie (August 15, 1955) Oklahoma 
North Carolina South Carolina 
South Carolina South Dakota 
Hurricane Diane (August 22, 1955) Tennessee 
Connecticut Texas 
Delaware Virginia 
Maryland Wyoming 
Massachusetts Rain and floods (October 17, 1955) 
New Jersey Connecticut 
New York ; Maryland 
Pennsylvania Massachusetts 
Rhode Island New Jersey 
Vermont New York 
Freeze (August 31, 1955) Pennsylvania 
Georgia Freeze (December 8, 1955) 
Hurricane Ione (September 23, 1955) Oregon 
North Carolina Washington 
South Carolina Flood (November 18, 1955) 
Hurricane Hilda (September3, 1955) Virginia 
Texas Flood (December 12, 1955) 
Drought (August 16, 1955) Washington 
Alabama Flood (December 30, 1955) 
Arkansas California 
Colorado Nevada 
Florida Oregon 
Georgia 


Mr. Vanik. That is all, Mr. Chairman. 

Mr. Parman. I should like to clear up a point that Mr. Multer 
brought up, which I did not understand. 

As to these disaster loans, how much money has actually been 
disbursed on them, Mr. Barnes? How much actually has been paid 
out of this account? 

Mr. Barnes. As of November 30 we had paid out $16,292,976.35. 

Mr. Patman. How much does that leave you? 

Mr. Barnes. Plus $1,897,505.85, which latter figure was business 
disaster loans which were approved under business loan authority. 

Mr. Parman. It is part of the disaster loan program? 

Mr. Barngss. Yes, sir. 

Mr. Patman. That is only about $18 million. You have approved 
about twice that much; have you not? 

Mr. BarNgss. Yes, sir. 

Mr. Patrman. You have only paid out that much until now? 

Mr. Barnes. I beg your pardon; that was November 30. 

Mr. Parman. You ought to have some figures since that time; 
should you not? 

Mr. Barnes. I can furnish them, if you would like, sir. 

Mr. Patman. All right. Please furnish them for the record. 

Mr. Barnes. Yes, sir. 
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(The information is as follows:) 


Through December 31, 1955, 2,414 disaster loans had been disbursed in the 
total amount of $24,110,470.23. 


Mr. Parman. As to these home-improvement loans, why could the 
people not get loans through the FHA, on the home-improvement 
loans, without going to the Small Business Administration for a 
disaster loan? 

Mr. Barnes. They can. There is a provision that authorizes FHA 
to approve disaster loans. However, their loan program is an insured- 
loan program. 

Mr. Parman. Well, the interest rate is three times as much, plus. 

Mr. Barnegs. It has to originate with a bank. There is a top 
limitation of $7,000 or $7,500. My recollection is that they did make 
some loans in the New England area. 

Mr. Patrman. It would be unfair. They would have to pay 9.7- 
percent interest that way. Here you only pay 3 percent. 

Mr. Barnes. I do not know the interest rate charged on those 
things. 

Mr. Mumma. The interest on the guaranteed mortgage is not that. 
You do not need to pay that. 

Mr. Parman. What was that? 

Mr. Mumma. On the interest on a guaranteed mortgage you do 
not need to pay 9 percent. That is a small loan. 

Mr. Parman. That is right; home improvements. 

Mr. Mumma. It could be a mortgage, with just the regular rate of 
whatever it is. 

Mr. Parman. That is right. That is all, Mr. Chairman. 

The CHarrMAN. I wonder if we could not consider the bill and vote 
it out this morning? Is there any objection to that? 

Mr. Parman. You mean as amended? 

The CuHarrMaNn. Yes; adopt the amendment and vote the bill out. 
This is not an appropriation; it is merely an authorization. I think 
we ought to dispose of this matter as soon as we can. 

Mr. Vanik. I so move, Mr. Chairman. 

The Cuarrman. Mr. Nicholson? 

Mr. Nicnoison. Mr. Chairman, I should like to ask at this time 
that permission be granted to the Honorable John W. Heselton, 
Congressman from Massachusetts, to insert a statement in the record 
on this matter. 

The CuairMANn. There have been several members who desired 
to appear on this bill. If there are any members who desire to 
insert pertinent material in the record with respect to this, they will 
be given the privilege of doing so. I think most of the members 
have been in favor of the program as provided by the amendment. 

(The statements are as follows:) 


STATEMENT BY Hon. HarRLan HAGEN, OF CALIFORNIA 


Mr. Chairman and members of the committee, I am testifying on behalf of 
H. R. 7905 which I have introduced and similar bills which would improve the 
ability of the Small Business Administration to make loans in sufficient quantity 
to take care of the disasters suffered by homeowners and business people in Cali- 
fornia and other places recently. It is my understanding that the present au- 
thority of the SBA to make disaster loans, which understandably carry a lower 
interest rate, is virtually exhausted by reason of commitment in disasters oecur- 
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ring earlier this year occasioned by hurricanes and floods in the eastern and south- 
ern areas of the United States. 

The legislation proposed by me would increase the lending authority for this 
purpose from $25 million to $75 million and would add the increment of $50 million 
on to the total lending authority of the agency. 

I have a personal interest in this legislation by reason of the fact that a single 
county in my district in California, to wit, Tulare County, recently suffered an 
estimated $20 million in damage by reason of the flooding from the Tule and 
Kaweah Rivers. This damage relates to farms, homes, and business establish- 
ments and to various types of Government facilities including roads, bridges, 
flood-control works, and other public buildings and works. It is estimated that 
California suffered a total damage of $150 million in these categories and substan- 
tial damage also occurred in Nevada and Oregon. 

The existing statutory authority for this type of loan is a most adequate 
commentary on their necessity and the sole question confronting you is the problem 
of making available a sufficient amount of money to adequately care for disaster 
situations which have already occurred and others which might occur in the 
immediate future. I might point out that California is still confronted by a flood 
problem in the immediate months ahead and conceivably we might have an early 
1956 disaster comparable to that which has just occurred. 

I would like to point out that the program carried on by that act is not a gift 
of Government money but that the amounts expended will be repaid the Govern- 
ment with interest sufficient to cover all Government costs in the program and 
possibly including an increment of profit. Early action on my proposal or similar 
proposals is vitally necessary because the SBA is presently attempting to deal 
with this problem in my district and in other parts of the Far West under the 
handicap of an inadequate money ceiling. 

I have in my possession for your examination, if you so desire, copies of the 
Fresno Bee and the Visalia Times Delta which graphically describe by pictures 
and by language the great damage which has occurred in my district. It is impos- 
sible for any of us to fully appreciate the tragedy which an individual suffers by 
reason of having either his farm, home, or business completely destroyed or 
substantially damaged by an act of nature for which he or she was in no way 
responsible. I am certain that the members of the committee fully appreciate 
the necessity, therefore, for this very sound legislation. 


STATEMENT OF Hon. Horace SEELY-Brown, JR., oF CONNECTICUT 


Mr. Chairman, I am appreciative of this opportunity to appear before your 
committee in support of the proposal to give the Small Business Administration 
continued authority to make disaster loans. It is not only my desire but my 
duty to do everything I can to assure those suffering the effects of floods and 
other disasters that financial assistance in every possible form is available through 
the Federal Government. 

My own district suffered extreme damage from the floods caused by hurricanes 
this past summer and fall. In the towns of Putnam, Stafford Springs, Plain- 
field, Killingly, Sprague, Somers, Thompson, Griswold, and many other communi- 
ties, stores, homes, and factories were destroyed. Bridges and roads disappeared 
while communities lost their water and communication systems. Many people 
are still unemployed because of the time required to rehabilitate factories and 
smaller business concerns. More recently, as we all know, floods caused millions 
of dollars’ worth of damage to parts of Walifornia, Nevada, and Oregon. 

In the New England disaster, emergency offices were rapidly established by the 
Small Business Administration to handle applications submitted by homeowners 
and businessmen. In Connecticut alone there were some eight of these offices 
established, in addition to the SBA branch office at Hartford. From these offices 
the SBA received close to 5,500 inquiries concerning types of assistance rendered, 
procedures for filing applications, and other matters. 

Out of a total of 1,915 disaster loans approved to date for Eastern United States 
as a result of Hurricane Diane, some 977 were for the State of Connecticut alone, 
amounting to $17 million. I am informed that SBA has, since its inception, ap- 
proved some 3,224 loans under its disaster program for a total of $36,869,000. 

As we all know, the agency personnel, credit men supplied by banks, the Red 
Cross, and other groups worked long hours in their efforts to assure assistance to 
these stricken areas. 
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There is no part of the country which is immune from the possibility of a major 
disaster. It certainly is not inconceivable that they may occur in the same 
section of the country many times. Local and statewide credit facilities are not 
presently equipped to handle these situations. It is most imperative that we 
have a program of Federal assistance to supplement local financing. I believe 
that in this respect the Small Business Administration disaster program is abso- 
lutely essential. The disaster authority under the act must be continued and 
should be enlarged. 


STATEMENT OF CONGRESSMAN THoMAS J. Dopp, First District, CONNECTICUT 


Mr. Chairman, I am particularly glad that this committee has been able to call 
these hearings so early in this session of the 84th Congress. It is of utmost 
importance that the legislative proposals to increase the disaster lending authority 
of the Small Business Administration receive expeditious consideration both before 
this committee and on the floor of the House of Representatives. The recent 
floods in California, Oregon, and Nevada give increased emphasis to the necessity 
of providing ample authority whereby the SBA may continue to make disaster 
loans to business concerns and homeowners incurring damage as a result of floods, 
hurricanes, freezes, and other disasters. 

Like many Members who represent areas in the Eastern United States I had an 
opportunity to study closely, not only the need for this program but also the 
operations of the agency itself. The damage done to business real estate and to 
private homes by Hurricane Diane and resulting floods was enormous, running 
into millions of dollars. The cost to individuals in personal income lost or to 
businessmen through loss of profits and inventories was exceedingly great. 

The local communities and even States are unable to cope with disasters of 
this magnitude. While local banks render what financial assistance they can and 
while local governments may do their best to repair hurricane damage, there is still 
a great need for outside assistance. There is a need for the Corps of Engineers to 
assist in restoring water and sewage systems; there is a need for the Red Cross to 
provide quick financial aid in the form of outright grants; and above all, there is a 
need for a Government program to provide businessmen and homeowners with 
loans so that they may rehabilitate their business or their homes. In these ways 
and in others, there is a definite place for Federal assistance. 

May I state at this point that the people in my district have only praise for 
the many agencies and groups which came to our assistance. Emergency offices 
were quickly established; consideration was given to each individual case and 
personnel worked long hours in an effort to render assistance. 

I am informe’ that as a result of Hurricane Diane alone the Small Business 
Administration has approved almost 2,000 loans for over $28 million in the 
Eastern United States and that some 3,200 disaster loans for almost $37 million 
have been approved throughout the entire country. 

The $25 million authority provided this agency under the Small Business Act 
of 1953 as amended is virtually exhausted. It is imperative that steps be taken 
to increase this authority. 

I have introduced a bill which will not only provide an additional $25 million 
in authority, but which will also combine the disaster and business loan authority 
proposed by the chairman and ranking minority member of this committee in 
H. R. 7871 and H. R. 7872. I feel it is most advantageous to permit the SBA 
to apply its authority where necessary with a restriction only on an overall 
basis. I also believe that the history of disasters over the past few years and the 
experience of SBA with such disasters indicates that lifting of the total authority 
is both necessary and desirable. I sincerely hope that this committee will give 
favorable consideration to this method of extending the SBA disaster program. 

I have proposed a disaster insurance plan which I believe will give a substan- 
tial degree of protection to those who participate in the plan but still not require 
substantial federal appropriation. 

It is my belief that there is a large market for flood or disaster insurance but 
that insurance companies are unable to offer the necessary protection due to the 
enormous risk factor. 

It is not economically sound to expect private citizens and private enterprises 
to continue to suffer the great economic losses caused by floods when so many 
desire to purchase some form of insurance protection. 

It is not the nature of Americans to be content with the mere hope that in the 
event of disaster the Government will furnish relief. It is rather their nature to 
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ant 


sustain their economic position by insuring against loss by pay 
reasonable premium rate for insurance protection. 

The question facing Congress is basically to find a solution to the problem of 
how the Federal Government can offer some degree of economie protection against 
loss from floods and other natural disasters to all its people and still do so without 
spending large Federal subsidies. 

The bill I have proposed will provide three basic types of Government-sponsored 
protection against floods and other natural disasters and will cover personal as 
well as real property. 

The first basic type will provide for cash reimbursement of the insured firm or 
individual in the same way as present fire-insurance policies do. 

The second type would be sold at a much lower premium and disaster losses 
would be paid in the form of a long-term, interest-free loan regardless of the credit 
rating of the insured. 

The third type would be a combination of the first two providing both cash 
reimbursement and an interest-free loan. 

Thus, a person wishing to purchase flood or disaster insurance could either get 
complete or partial insurance protection depending upon his desire and ability 
to pay either a high or reasonable premium. 

he plan I have proposed provides for a special Federal agency to administer 
the disaster or flood-insurance program. 

My proposal provides for private insurance companies to act as agents for the 
Government in selling policies, investigating claims, and carrying out other ad- 
ministrative functions under the insurance part of the program. 

Private lending agencies will be given the opportunity to make the loans and 
to carry out other functions related to the lending program, 

In essence, my insurance proposal will make available complete insurance pro- 
tection for those capable of paying high premiums and a limited type of insurance 
in the form of the loan program. 

The overall plan could be carried out at a very limited cost to the Government 


ing a fair and 





STaTEVENT OF Hon. JoHn W. HeESELTON oF MAssacuvusetTts Rr PROPOSED 
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During the recent disastrous floods which had a serious effect upon my district» 
the Small Business Administration made a most effective contribution which was 
very much appreciated by all of us. 

It is my understanding that the purpose of the proposed amendment introduced 
Tuesday by the chairman and ranking member of this committee together with 
a proposed committee amendment will make available an authorization of a sub- 
stantial increase in the disaster-loan funds and it is expected that this addition will 
be sufficient to meet all foreseeable requirements and that these funds would be- 
come available for the lending purposes and therefore would serve those concerned 
more effectively. Consequently, I wish to record my endorsement of and support 
of the proposal and the committee amendment. 


Mr. Brown. Mr. Chairman, I move the adoption of the Spence 
amendment. 

Mr. Parman. Is that to the bill Mr. Spence introduced? 

The CHarrMan. Yes. 

Mr. Patrman. What bill are we considering; H. R. 7871? 

The CuarrMaNn. Yes, H. R. 7871. 

Mr. Patman. Mr. Brown moved to amend that bill by adopting 
the Spence amendment to lend $75 million, not confusing the funds. 
I second the motion. 

The CHarrMAN. The committee will go into executive session. 

(Thereupon, at 11:42 a. m., Thursday, January 5, 1956, the com- 
mittee proceeded in executive session. ) 


x 























